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Since the completion of agreements with the International Monetary Fund (IMF) on July 10,
Argentine authorities have informed the news media of economic policy guidelines to be
implemented in coming weeks. A major focus of policy reorientation involves reducing the national
government's fiscal deficit from the 6.5% of gross domestic product (GDP) registered in the first
half of 1987, to 2% of GDP for the second half of the year. [The government had projected a 3.9%
of GDP fiscal deficit for January through June 1987 in an earlier version of the agreements with the
Fund.] Several changes in tax codes are to be announced in the next week, including a substantial
increase in sales taxes on luxury goods. Ministry spokespersons said the results of the new tax
program are a 4% real increase in revenues over 1986 levels. Public service enterprises are another
major policy focus. Prices on services and investments will be realigned to avoid deficits. Other
policy measures are summarized below: Accelerating privatization of state-owned petro-chemical
enterprises. Lifting requirements for government permission on selected imports. Proportional
increases in the nation's money supply throughout the second half of the year will not surpass
projected inflation rates. The government plans to continue its policy of establishing upper and
lower limits for salary adjustments resulting from negotiations within the public and private sectors.
[Average wage rates in June rose 6%. For the second and third quarters of the year, an average 5%
per month increase is expected.] Maintenance of government price guidelines. According to the
Economy Ministry, product shortages have not yet developed as a result of government attempts to
dictate price guidelines. Continuity of export promotion policies. Included here are the reduction
or elimination of export taxes, and bureaucratic requirements (e.g., licenses to obtain necessary
imported components for export products), and commitment to timely changes in the exchange
rate to keep pace with or exceed domestic inflation. Domestic interest rates are not exceed domestic
inflation rates. According to government figures, by year-end 1987 Argentina's long-term foreign
debt will rise by $2.7 billion to a total $51 billion. Upon including short-term debt, $3.6 billion will be
added this year, for a total of $54.1 billion by year-end. (Basic data frm Argentine news agency DYN,
07/11/87, 07/13/87; PRENSA LATINA, 07/11/87)
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